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Abstract 
Benefiting from the reform and opening-up policy, the Chinese economy has been growing up rapidly and now is 
next only to the U.S quantitatively. But China now is still a developing country and the economy is imperiled both by 
her own congenital defect and the current global financial crisis. Therefore how to take advantage of the opportunity 
arising from the crisis, promote the industrial upgrading and enhance the quality of the economic development is the 
most important task. The paper firstly analyses the urgency of the industrial restructuring and upgrading, and then 
gives a positive analysis of Japan’s industrial restructuring and upgrading and at last the paper gives the conclusions 
and recommendations from the stand point of the characters of self-development and industrial policy. 
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1. Introduction 
During the past few years, China develops rapidly both in  society and in economy especially in the 
industry. Now China’s industrial structure is upgrading rapid ly, which  is more significant than the 
development on the scale. But in the course of the transformation from an agricultural society to a 
modernized  industrial and informat ion-based society, a lot of problems such as the unbalance of 
economic structure are coming  to light. In  the year 2009, the GDP per capita exceeded USD 3000, and in 
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the year 2010, China has been the second largest economy. But the industrial restructuring and upgrading 
is the vital in the change from a large country in terms of economic scale to a large country in terms of 
quality. It will be helpful to borrow ideas from Japan’s experience. 
2. Industrial Transformation and Upgrading is the Only Way for China's Economic Development 
In the last 30 years since the Reform and Opening-up, the rate o f investment of China is more than 
40% on average, but the real household consumption just has a low share of GDP, which shows that the 
economic development of China heavily  depends on the investment and the expanding of scale. 
According to the statistics of the IMF, the share of final consumption in GDP is 80% on average in 
developed countries which is more than 70% in developing countries, but from 2001 to today, this 
indicator in China is less than 60% which is lower than the international average. In the year 2008, the 
value of foreign trade in China reached up to 2.6 trillion dollars, and the ratio of dep endence on foreign 
trade reached up to 65%. In the respect of industrial structure, the share of service industry in GDP is not 
only far lower than the indicator in  developed countries, but also below the level in  the low-income 
countries. China economy is  a typical export-dependent model based the comparative advantage of 
resource-intensive and labor-intensive industry and also is a mode of extensive economy. Chinese 
economy which  is mainly  composed by lowly value-added and low-tech labor-intensive industry is 
situated in the end of the international perpendicular division of labor system and industry chain; 
meanwhile, this kind of growth model is heavily dependent on the demand of international market . 
According to the research of Kuznets and Chenery, with the development of economy and the 
boosting of industrialization, the resources and factors will transfer from primary  industry to 
manufacturing industry and then to the service industry because of the difference of the earnings ratio 
caused by the different productivity between industries, which will let the three industries keep balance. 
The transfer between industries in China is identical with the empirical research in many countries done 
by Kuznets and Chenery etc., i.e. the industry transformat ion in China is accelerating with the characters 
of the mid-industrialization period. 
Since the second half of the year 2008, the g lobal financial crisis made the Chinese economy 
deteriorate heavily as well as the international economy. Although China d idn’t face the financial crisis 
directly, it has been heavily impacted by the decrease of export caused by the financial crisis, the problem 
caused by the unreasonable economic structure and the decrease of economy and the impact of 
unemployment. The prime impact  of the financial crisis appeared in the export-oriented manufacture 
located in the coastal area and the influence is now deepening. The practices of tackling the financial 
crisis in the recent two years illustrate that the model of economic growth mainly pu lled by the export-
oriented manufacture is at its end and the transformation and upgrading of the industry is urgently needed . 
Because of the intimate connection between Chinese economy and the world economy, some factors 
will cause economic resurgence but no growth of the employment rate. Early in the several years before 
the financial crisis, the export-oriented manufacture of China has already experience the situation of lack 
of labor and the quick increase of wage and maybe because of this reason, it is  the export-oriented 
enterprises making labor intensive products that are influenced best. Then if we judge from the superficial 
phenomenon, the labor intensive industry of China will transfer to the neighboring countries of Asia with 
lower wage rate according to the anticipation of a simplified flying-geese model. But if we deeply think 
about the whole content of the flying-geese model together with the Constructive Destruction Theory of 
Schumpeter and then analyse the characters of the development of reg ional economy of China, we can 
draw a conclusion that the comparative advantage of the labor-intensive industry will keep for some t ime.  
[1]
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According to the analysis of Schumpeter, the economic circle in a sense is a course of creative 
destruction, through the reassociation of production factors, people can transform the model of economic 
growth, make innovations and then a new industrial structure will come into being. In consideration of the 
regional characters of the economic growth of China in the past, the industrial upgrading is the only way 
out of the economic development of China. In addit ion it is anticipated that central and western regions of 
China o r broadly speaking, the regions which are not the main engine o f economic development will gain 
a new chance of development which will make them exceed the eastern areas. 
3. Borrowing ideas from the upgrading of industries in Japan 
In the post war period, the government-based market economy system has been implemented, the 
government determines the direction of industrial development, drafts through plans and then boosts the 
industry upgrading and enhances the international competitiveness using scientific industrial policy, laws 
and regulations or administrative instructions, benefiting from which the Japanese economy realizes rap id 
growth and becomes the second most developed country. Therefore borrowing ideas from the evolution 
of Japanese industrial policies will have a realistic significance to the industrial upgrading in China. 
3.1. The post-war development of Japan's industrial structure can be divided into three stages 
The first stage is from the year 1945 to 1950, which is the rebuilding period of Japan, and in this 
period the rebuilding of industrial structure is agricu lture-centered, then the whole economy restored to 
the agriculture and light industry-centered structure. In this period the industrial production restored to the 
highest level of p rewar or the wartime. And since the early 1950s, the boosting of rationalization of 
industry made the inside of the Japanese economy enriched and the industrial structure transferred from 
agriculture and light industry-centered to heavy chemical industry-centered structure gradually. 
Meanwhile the Japanese government strove to develop export, accumulate capital and breed  medium and 
small-sized enterprises, which prepared well for the heavy chemical industrializat ion period of the late 
1950s. The second stage is from the year 1950 to 1970, which  is the industrial structure rationalization 
and heavy chemical industry-centered period. Since the 1950s, the industry structure of Japan turned to 
the heavy chemical industry-centered. After the year 1951, the Japanese government drafted the first plan 
of Steel rationalization, the three-year plan of Auto rationalization, the three-year p lan of Coal 
rationalizat ion, the Shipbuild ing rat ionalizat ion plan, and the five-year plan  of power development etc. in 
succession. Meanwhile the Japanese government adopted a series of policies to prompt the liberalization 
of international trade and investment, which enhanced the international competitiveness of industry and 
drafted a long-term plan of industry structure to develop the heavy chemical industry. Then in the early of 
1970s, Japan realized the heavy industrializat ion. The third stage is after the year 1970 characterized by 
knowledge technology intensive industry-centered. Into the 1970s, because of the oil crisis and the 
appreciation of JPY, the growth rate of Japanese economy fell but the inflation was high. In the year 1 971, 
the consideration committee of industry structure proposed four aspects of developing knowledge 
intensive industry in their advisory report, i.e. the R&D industry, advanced assembly industry, 
fashionable industry and the knowledge industry. The commit tee also proposed that they should promote 
the upgrade of Japanese industry structure by the horizontal international d ivision of labor and the 
knowledge fusion. 
3. 2. The inspiration of the Japanese experience 
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Japan is a newly industrialized country, which  has many different  characteristics comparing  with 
other developed countries in European and American. For example, (1)they has relat ively short history of 
the market economy, the market mechanis m is relatively incomplete, and the spontaneous effects is weak; 
(2) in the course of the establishment and development of capital market, the state capital and private 
monopoly capital have close relations from the beginning so they have the monopoly power of the market; 
(3) the starting point of growth of industrial structure is low, the natural resources were short so it is 
difficult to realize the rap id accumulation of cap ital and the industrial structure supererogation in the short 
term by the market mechanis ms alone. Therefore the Japanese model is programming  the industrial 
development goals by the government, determin ing the economic take -off driven "strategic industry", 
intervening in the industrial economy by the government's economic planning, economic legislation and 
economic measures, and inducing economic development by the set goals. Under the government's direct 
intervention, the priority development of leading industries has been effectively guaranteed. Although the 
government intervention has reduced the spontaneous role of market, it doesn’t complet ely  exclude the 
market mechanism but limits the level of competition and change the action ways of market. 
Like Japan, China is also a newly industrialized country with the same characters as Japan above -
mentioned. But the problem of China's industrial structure has also some unique characters such as the 
supports to agriculture from industry and services is weak; the processing, distribution and market ing of 
agricultural product lag behind; the development of producer service industry lags behind; the industrial 
structure upgrade is discontinuous; the industrial development relies heavily on foreign investments; the 
advantage of low labor cost is only in the manufacturing process, the Chinese enterprises are in the low-
end of international div ision chain, but the value-added part of the manufacture is dominated by the 
foreign capital; comparing with the large mult inational companies, there is still some way to go in the 
level of management and marketing techniques, so the Chinese enterprises are difficult to  acclimatize 
themselves to fierce competition and so on. 
In the process of industrial transformat ion and upgrading, the main dynamic mechanism can be 
summarized in  two: First, the market mechanism; Second, the government macro -control mechanis m. 
Either the market mechanis m or government macro-control mechanis m, one of them used alone is 
difficult to ach ieve the purpose of rationalizing the industrial structure. To effectively adjust the industrial 
structure in  China, we must build a linkage mechanis m between  market and  government to g ive fu ll p lay 
to the advantage each of the market mechanis m and macro-control mechanism, and the two mechanisms 
can be complementary to each other and help each other forward. But learn ing from the experience of the 
industrial upgrading of Japan together with China’s own situation, we can  conclude that in the p rocess of 
upgrading of industry structure, the Chinese government should play the leading ro le, and draft  rational 
and scientific industrial policy to ensure the smooth imp lementation of industrial transformat ion and 
upgrading. 
When the Chinese government formulates the industrial policy, they should learn from the experience 
of Japan who has carried out the “catch-up strategy”. The government should base on the actual 
conditions of China, make full use of the advantage of backwardness, adopt reasonable government 
intervention to make up the market failure, acclimat ize itself to the trend of international industrial 
development, and precede the structural adjustment in order to realize the upgrading of industry structure. 
By the analyzing of the success of industrial policy in Japan, we can conclude that on the one hand, as a 
late-modernization country, the Japanese government basing on their own national conditions designedly 
formulated the industrial structure referring to the European industrial structure which formed under the 
market mechanis m, thus they realized the upgrading of industrial structure with a low price. At the same 
time, through the introduction and absorption and innovation of the technology created by the developed 
countries in quite a long time, Japan realized the leap of the system of the industry and knowledge. On the 
other hand, the Japanese government pays attention to the role of the market mechanism t ogether with the 
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correcting of market imperfect ions and the making up for market failure. The Japanese government 
combines the industrial policy and the market mechanism so that the industrial policy can make up for 
shortcomings of market and government intervention. [2] 
4. The road of the transformation and upgrading of industry structure with Chinese characters  
According to the potential impetus of China's industrial transformation and upgrading, and successful 
experience of Japanese industry and economic development in the post-war period, China needs to grasp 
the opportunity, learn from the Japanese experience, draft reasonable industrial development policy, and 
take a road with the characters of China to in prompt the industrial upgrading. 
4.1. Abandoning the extensive form but enhancing the scientificalness, letting the high -tech be the engine, 
reform the traditional industry reasonably and promoting the industrial upgrading  
The industrial upgrading does not mean abandoning traditional industries, but making use of the high-
tech to promote the industrial upgrading. We should make innovation in the technological process, 
improve efficiency, reduce costs and enhance added value of product, as well as enhancing the 
engineering level, variety, grade and quality of the product.  
4.2. Adhering to building a resource saving and environment-friendly society, promoting the industrial 
upgrading 
Make the scientific and technological progress and innovation as an important support to industrial 
transformation and upgrading. The new round of scientific and technical revolution and industrial 
development characterized by green, s mart, sustainable and based on new energy, information technology 
gave birth to the breakthroughs in industrial development. So we should attach great importance to 
education, raising educational levels, and promoting scientific and technological. 
4.3. Improving the structure and quality of foreign investment to promote industrial restructuring and 
upgrading 
The past experience of economic development proved that if the FDI has a unique structure and low 
quality, there will be such problems as heavy pollution and high energy consumption. So we should 
change “inviting the investment” to “choosing the investment” and change the “project investment” to 
“industrial investment”. We should adjust the structure and quality of the FDI to improve the industrial 
additional value and technology content and promote the industrial upgrading.  [3] 
4.4. Combining the continuing of International industry transfer and self-gradient transfer to realize the 
value chain and industrial upgrading 
In the background of the new round of international industrial transfer, through active cooperation 
with mult inational companies to improve their ability to learn and achieve fro m OEM to ODM, OBM 
business and then upgrade to achieve product innovation and an alternative to mult inational corporations. 
Meanwhile the industrial transfer but also by the less developed coastal areas to inland areas of wild -type 
matrix grad ient transfer. In this transfer process, the developed areas are not only the parties to undertake, 
but also the transfer side. 
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4.5. To realize the industrial integration and make the modern service industry be the locomotive to pull 
the industrial upgrading 
Since the 1990s, communications and computer technology is developing rapidly, so that industry 
began to integrate with each other. The cost advantage, network effects and the consumer practices has 
brought enormous benefits for the increasing business opportunities . Now, the proportion in global GDP 
of service industry is more than 60%. So China should seize the opportunity brought by the industrial 
integration to promote the integration between informat ion, securities, insurance, logistics, media and 
other services, and extend traditional products and services to create new services, new businesses. 
5. Conclusions 
Japan's industrial transformation and upgrading post-war provides a reference to the economic 
development in China, in particu lar, the using of industrial  policies. The transforming and development 
have promoted each other. China should promote the development transforming and industrial upgrading 
thorough the reform and opening-up and guarantee the advance of the quality and benefit of the economic 
development by the mean of institution. China should also draft thorough industrial policy to promote the 
industry upgrading. 
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